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PART A - QUESTIONS 
(Each question is worth 20 marks for a total of 60 marks) 


Candidates MUST answer ONLY THREE (3) of the following SIX (6) questions in the 
Answer Booklet provided. Please note that if MORE than THREE (3) questions are 
answered, only the FIRST THREE (3) answers will be marked. 


Question 1 

Discuss any TWO international accounting standards for their alignment with the requirements 
of the international conceptual framework for accounting, contrasting relevance to decision 
making with faithful representation but also identifying subsidiary aspects such as 
comparability. (20 marks) 


Question 2 


Explain the differences between CCA and CPP using examples involving receivables, 
payables, cash, depreciation and revaluation gains or losses. (20 marks) 


Question 3 


Explain how expected and the actual earnings quality affects with the earnings response 
coefficient and how the relationship is moderated by stock market efficiency. (10 marks) 


What is the relationship between information content and value relevance in an inefficient 
market? (10 marks) 


Question 4 


Analyse the relationship of accounting valuation to measurement scales, illustrating each of 
the five measurement scales with an example from accounting, finance or information systems 
contexts. (20 marks) 


Question 5 


What are the four new capital categories invented by integrated reporting and explain how an 
increase in each one could be related to the firm’s business model. (20 marks) 


Question 6 


How does institutional theory analyse the processes through which firms’ accounting behavior 
changes over time? (20 marks) 
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PART B — MULTIPLE CHOICE QUESTIONS 
(Each question is worth 1 mark for a total of 10 marks) 


Candidates MUST answer ALL TEN (10) Multiple Choice questions on the Answer Sheet 
provided on Page 5 of this examination paper. You are required to indicate the best of the 
three alternative answers in each case. 


Compared to the Conceptual Framework, International Accounting Standards 


A) direct rather than suggest the proper accounting treatment 
B) promote decision usefulness rather than stewardship. 
C) areless detailed but more specific 


The accounting measurement that values an asset based on the amount the firm would 
lose if it no longer held the asset is: 


A) — surplus value 
B) deprival value 
C) replacement value 


Costs incurred by principals to measure, observe and control the agent’s behavior are 
best described as: 


A) monitoring costs 
B) costs of capital 
C) bonding costs 


Representativeness occurs when people 


A) act on the information they most easily recall even if other information is more 
accurate or more relevant 

B) rely on stereotypes when making decisions 

C) deal with agents rather than their principals 


Which of the following is an advantage of rules based standards? 


A) There is little or no scope for individual judgment or manipulation 
B) Their high level of detail means the standard is obsolete soon after it is issues 
C) Fraud is much harder to perpetuate compared with principle based standards 


Patents, copyrights and trademarks in traditional financial accounting are recorded as 


A) _ intangible assets 
B) trade investments. 
C) intellectual capital 


The guidelines most focused on the reporting boundaries of the firm or other entity come 
from: 


A) _ the International Integrated Reporting Council 
B) International Financial Reporting Standards 
C) the Global Reporting Initiative 
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8. Inastrong form fully efficient stock market, 


A) _ there would be no need for accounting at all 
B) there would be no PEAD 
C) there would be no attempts to manipulate earnings reported in the accounts 


9. The professional obligation to exercise due care in managing a client's affairs 


A) requires working beyond the hours billed without payment if that is required to do 
the job properly 

B) means behaving appropriately 

C) involves performing the work at the standard professional authorities would regard 
as at least as good as the average for the profession in the applicable 
circumstances 


10. Firms that do not disclose as much as the market wants them will suffer share price falls 
according to 


A) _ positive accounting theory 
B) positive stakeholder theory 
C) the market for lemons theory 


PART C — FACT OR OPINION QUESTIONS 
(Total of 30 marks; 1 mark for each correct identification, 2 marks for a good brief 
rationale in each case) 


Candidates MUST answer ALL TEN (10) Fact or Opinion questions on the Answer Sheet 

provided on Page 5 of this examination paper with an F if you believe the statement is a 

statement of fact OR with an O if you believe it is a statement of opinion. DO NOT say it 
could be either. 


1. |The magnitude of the information content of accruals in annual accounts gives us 
information about the efficiency of the stock market. 

2. Every problem in financial accounting can be solved with one of the theories available. 

3. The PV ofa firm’s pension fund liabilities is an opinion not a fact. 


4. The residual loss, described in Agency Theory, is explicitly debited in the Statement of 
Comprehensive Income. 


If | had wings, | could fly. 
The more people a manager is in charge of, the more s/he is paid. 


Positive stakeholder theory contains the idea of legitimacy. 


Ger et Ys 20) 


Some items currently treated as expenses to be written off in the year of incurring them 
should really be capitalised instead. 


9. Professional accountants may never breach the duty of client confidentiality. 


10. Moral hazard is wrong by definition of moral. 
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PART B — MULTIPLE CHOICE QUESTIONS ANSWER SHEET 
Circle the letter of your choice next to the corresponding question number. 


meen Answer 
1. A B C 
Zi A B C 
3. A B C 
4. A B C 
Di A B C 
6. A B C 
7. A B C 
8. A B C 
9. A B C 
10 A B C 


ANSWER SHEET FOR PART C —- FACT OR OPINION QUESTIONS 


Answer ALL TEN (10) questions with an F if you believe the statement is a statement of fact 
OR with an O if you believe it is a statement of opinion in the column next to the question 
number. DO NOT say it could be either. You should add a BRIEF reason for which credit will 
be given in the case of any clear and correct reasoning even for wrong answers. 


Question No. | Answer Reason 


1 


2 


3 


10 


Please remember - This examination paper MUST BE HANDED IN. Failure to do so will result in the 
cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been returned. 
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